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Background

Arizona Public Service Company ("APS" or "Company") had proposed two new partial
requirement rate schedules, E-56 and E-57, in its last rate case. The Decision in that case,
Decision No. 69663, did not approve the tariffs but required APS to meet with Staff and
interested parties to discuss and possibly revise E-56 and E-57. APS was to submit E-56 and E-
57 for Commission approval within 60 days of the Decision. APS held meetings with interested
parties on August 6, 2007 and August 17, 2007. On August 28, 2007, APS filed an application
for approval of new electric tariffs, Rate Schedules E-56 (Partial Requirements Service) and E-
57 (Solar Partial Requirements Service) in the above-captioned Dockets. APS included a
statement that waived the 30-day time clock. On November 27, 2007, APS filed a revised
version of E-56 to clarify language and define relevant terms as well as to simplify and reduce
some charges. E-56 is being addressed at this time.

A partia l requirements  ra te  schedule  is  necessa ry for cus tomers  who provide  e ithe r a ll or
a  portion of the ir own ge ne ra tion. If the  s e lf ge ne ra tion s upplie s  le s s  tha n 100 pe rce nt of the
cus tomer's  load, utility gene ra tion mus t be  purchased for the  rema inde r. Even if the  cus tomer's
ge ne ra tion is  s ufficie nt to s e rve  the  hill loa d, utility s e rvice  is  ne e de d during ma inte na nce  or
othe r outa ge  circums ta nce s . De cis ion No. 69663 ha d froze n e xis ting pa rtia l re quire me nt ra te
schedules E-55 and E-32R.

P ropos e d  Ta riff

AP S ' propos e d E~56 ra te  s che dule  a pplie s  to  cus tome rs  with  a ny type  of on-s ite
ge ne ra tion with a  ca pa bility of 100 kW or gre a te r a nd would work in conjunction with the  ra te
schedule  from which the  customer currently takes  se rvice .

E-56 would provide  for power sa le s  beyond wha t the  cus tomer's  on-s ite  facilitie s  supply
(Supple me nta l Powe r), a s  we ll a s  re pla ce me nt powe r if the  on-s ite  ge ne ra tion is  out of se rvice
for ma inte na nce  or due  to a  force d outa ge  (Ma inte na nce  P owe r or Ba ck-Up P owe r). The
provis ion of power would be  as  shown and described be low.
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Figure 1. E-56 Partial Requirements Service Definitions of Demands

Demand kW

System Capability

On Figure  1, Sys tem Capability is  the  gene ra ting capacity in kW of the  Cus tomer-owned
fa cilitie s

Back-up and MaintenancePower

Ba ck-up powe r a nd Ma inte na nce  powe r a re  de fine d to be  a t the  sa me  le ve l a s  S ys te m
Ca pa bility s ince  this  is  the  ca pa city ne e de d to re pla ce  the  on-s ite  ge ne ra tion (i.e ., S ys te m
Ca pa bility) whe n it is  out of s e rvice  due  to a  e ithe r force d outa ge  or s che dule d ma inte na nce
Ba ck-up a nd Ma inte na nce  powe r ma y be  contra cte d a t le s s  tha n but not gre a te r tha n the  tota l
output of the  Customer's  gene ra tion facilitie s

Rates for Back»up power are derived as the unbundled generation demand charge plus
unbundled transmission demand charge divided by twenty-one (there is an average of 21 on-peak
weekdays within a month) for the E-34 or E-32 tariff as the case may be for the Customer's
applicable General Service tariff. So Back-up power is priced as follows

Rate Schedule E-34 Customer - On-Peak:
Rate Schedule E-32 Customer - On~Peak
During Scheduled Maintenance
Off Peak

$04923 pe r kW Da y
$0.0755 pe r kW Day
One  Half (1/2) On-Peak Charge
NG Charge

On-Peak Periods 9 a.m. to 9 p.m., weekdays or as reflected in the
customer's otherwise applicable retail rate schedule

Off-Peak Periods: All other hours

Ma inte na nce  powe r is  price d a t one -ha lf the  ra te  for ba ck-up powe r be ca use  it ca n be
known and planned for, unlike  unscheduled back-up power due  to a  forced outage . As indica ted
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Ba ck-up P owe r is  bille d on a  pe r-da y ba s is  with the  billing de ma nd be ing the  highe s t l5-minute
integra ted demand measured during the  on-peak hours shown

Supplementa l Demand

Supplementa l demand in kW is  any capacity needed over and above  the  capability of the
on-s ite  s ys te m. It a ls o is  a  contra ct de ma nd. S upple me nta l s e rvice  is  price d a ccording to the
Customer's  applicable  Genera l Se rvice ta riff. Supplementa l demand plus back-up demand equal
the  Tota l Contract Demand

Excess Power

Any measured demand grea te r than the  Tota l Contract Demand is  Excess  Power and is
bille d a t thre e  time s  the  s um of ge ne ra tion de ma nd, dis tribution de ma nd, a nd tra ns mis s ion
charges  included in the  E-34 ra te  schedule . These  ra tes  a re  specified on the  E-56 ta riff shee t and
shown here

Secondary Service
P rima ry S e rvice
Transmiss ion Service

$45.89 per kW
$43.52 per kW
$31.73 per kW

Customers  who se t an adequa te  back-up contract demand like ly will not be  impacted by
the  Excess  Demand cha rge . This  cha rge  provide s  a n ince ntive  to the  cus tome r to re que s t a
s ufficie nt ba ck~up contra ct de ma nd a mount. Cus tome rs  who s e t unre a lis tica lly low ba ck-up
contract demands to avoid back-up charges  may actua lly incur higher cos ts  in the  font of Excess
Demand charges because  the  Tota l Contract Demand is  se t too low

Energy

All kWhs  of e ne rgy cons umption a re  price d a ccording to the  Cus tolne r's  a pplica ble
Ge ne ra l Se rvice  ta riff

S ta ff Analys is  and Recommendation

The  Compa ny ha s  provide d a  s e t of works he e ts  de s cribing nume rous  s ce na rios  with
re s pe ct to s e lf-ge ne ra tion, down time , a nd us e  of the  E-56 s e rvice . S ta ff ha s  ve rifie d the
accuracy of these  workshee ts  which demonstra te  tha t any customer charges  associa ted with the
proposed E-56 ra te  schedule  do not appreciably diminish the  benefit of customer se lf-genera tion

S ta ff has  ana lyzed this  applica tion in te rms of whe the r the re  were  fa ir va lue  implica tions
Compared to APS' tota l revenues, any impact from this  E-56 ra te  schedule  would be  de  minimum
and any impact on APS' fa ir value  ra te  base  and ra te  of re turn would a lso be  de  minimum



1 .

S ta ff furthe r re comme nds  tha t the  Commiss ion re quire  AP S  to file  with Docke t Control,
a s  a  complia nce  ite m in this  ca s e , ta riff pa ge s  cons is te nt with the  te rns  of the  Commis s ion's
Decis ion within 15 days  from the  e ffective  da te  of the  Decis ion.
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61

Staff recommends approva l of the  proposed E-56 ta riff, as  revised

Ernest G. Johnson
Dire ctor
Utilitie s  Divis ion

EGG :JJp:1hm\cc1<

ORIGINATOR; J e ffre y P a squine lli
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IN THE MATTER OF ARIZONA P UBLIC
SERVICE - APPLICATION FOR
AP P ROVAL OF P ARTIAL
REQUIREMENTS ELECTRIC SERVICE
RATE E-56

11
DECISION NO.

ORDER

1 2

1 3

1 4

1 5

Open Meeting
December 18 and 19, 2007
Phoenix, Arizona

1 6 BY THE COMMIS S ION:

1 7

1 8

1 9

20

2 1

22

23

24

25

26

27

L

28

FINDINGS  OF FACT

Arizona  Public Service  Company ("APS" or "Company") is  ce rtifica ted to provide

electric service as a  public service corporation in the State  of Arizona.

APS had proposed two new partia l requirements ra te  schedules, E-56 and E-57, in

its  la s t ra te  case . The  Decis ion in tha t case , Decis ion No. 69663, did not approve  the  ta riffs  but

required APS to mee t with S ta ff and inte res ted pa rtie s  to discuss  and poss ibly revise  E-56 and

E-57. APS was  to submit revised ra te  schedules  for Commiss ion approva l within 60 days  of the

Decision. APS held meetings with interested parties on August 6, 2007 and August 17, 2007.

On Augus t 28, 2007, APS filed an applica tion for approva l of new e lectric ta riffs ,

Ra te  Sche dule s  E-56 (Pa rtia l Re quire me nts  Se rvice ) a nd E-57 (Sola r Pa rtia l Re quire me nts

Service) in the  above-captioned Dockets . APS included a  s ta tement tha t waived the  30-day time

clock.

3.

2.

1 .



System Capability

Back-Up

Maintenance

Supplementa l

Total Contract Demand Exc e s s

Measured Demand

i

P a ge  2 Dockets  Nos. E-01345A_05_0816, e t a l.

1

2

On November 27, 2007, APS filed a  revised ve rs ion of E-56 to cla rify language  and

define  re levant temps  Oswell a s  to s implify and reduce  some  cha rges . E-56 is  be ing addressed a t

3 this  time .

4

5

6

7

A partia l requirements  ra te  schedule  is  necessa ry for cus tomers  who provide  e ithe r

a ll or a  portion of the ir own gene ra tion. If the  se lf gene ra tion supplie s  le ss  than 100 pe rcent of the

cus tome r's  loa d, utility ge ne ra tion mus t be  purcha se d for the  re ma inde r. Eve n if the  cus tome r's

gene ra tion is  sufficient to se rve  the  full load, utility se rvice  is  needed during ma intenance  or othe r

8 outage circumstances.

9 Decis ion No. 69663 had frozen exis ting partia l requirement ra te  schedules  E-55 and

1 0 E-32R.

11

1 2 P ropos e d Ta riff

1 3

14

7. AP S ' propos e d E-56 ra te  s che dule  a pplie s  to cus tome rs  with a ny type  of on-s ite

ge ne ra tion with a  ca pa bility of 100 kW or gre a te r a nd would work in conjunction with the  ra te

schedule  lion which the  cus tomer currently takes  se rvice .
1 5

1 6
E-56 would provide  for powe r s a le s  be yond wha t the  cus tome r's  on-s ite  fa cilitie s

s upply (S upple me nta l P owe r), a s  we ll a s  re pla ce me nt powe r if the  on-s ite  ge ne ra tion is  out of
1 7

1 8
se rvice  for ma intenance  or due  to a  forced outage  (Ma intenance  Power or Back-Up Power). The

provis ion of power would be  as  shown and described be low.19

20

2 1 Figure  1. E-56 Partia l Requirements  Se rvice  Definitions  of Demands

22

23

24

25

26
Demand kW >

27

28

8.

6.

5.

4.

De cis ion No.
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P age  3 Docke ts  Nos . E-01345A_05_0816, e t a l.

1

2

S ys te m Ca pa bility

9 . On F igure  1 ,  S ys te m  Ca pa bility is  the  ge ne ra ting ca pa c ity in  kW of the  Cus tom e r-

3 owne d fa c ilitie s .

4

6

5 Back-up and MaintenancePower

10.

7

8

9

10

11 11.

13

14

Ba ck~up powe r a nd Ma inte na nce  powe r a re  de fine d te  be  a t the  s a me  le ve l a s

Sys tem Capability s ince  this  is  the  capacity needed to replace  the  on-s ite  gene ra tion (i.e ., Sys tem

Ca pa bility) whe n it is  out of s e rvice  due  to e ithe r a  force d outa ge  or s che dule d ma inte na nce .

Ba ck-up a nd Ma inte na nce  powe r ma y be  contra cte d a t le s s  tha n but not gre a te r tha n the  tota l

output of the  Customer's  genera tion facilitie s .

Ra te s  for Back-up power a re  de rived a s  the  unbundled gene ra tion demand cha rge

12 plus  unbundled transmiss ion demand charge  divided by twenty-one  (the re  is  an ave rage  of 21 on-

pe a k we e kda ys  within a  month) for the  E-34 or E-32 ta riff a s  the case ma y be  for the  Cus tome r's

applicable  Gene ra l Se rvice  ta riff. So Back-up power is  priced a s  follows:

15

16

Ra te  S che dule  E-34 Cus tome r - On-P e a k:
Ra te  S che dule  E-32 Cus tome r -- On-P e a k
During S che dule d Ma inte na nce :
off P e a k:

830.4923 per kW Day
$0.0755 pe r kW Day
One  Half (1/2) On-Peak Charge
No Charge17

18 On~P eak P e riods:

19 Off-P e a k P e riods :

9 a .m. to 9 pm., weekdays or as  re flected in the
customer's  otherwise  applicable  re ta il ra te  schedule
All othe r hours

20

21 12.

23

24

Maintenance  power is  priced a t one -ha lf the  ra te  for back-up power because  it can

22 be  known a nd pla nne d for, unlike  uns che dule d ba ck-up powe r due  to a  force d outa ge . As

indica te d, Ba ck-up P owe r is  bille d on a  pe r-da y ba s is  with the  billing de ma nd be ing the  highe s t

l5-minute  integrated demand measured during the  on~peak hours shown.

25

26

27

28

De cis ion  No.
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1 Supplementa l Demand

2 13.

3

4

5

Supplementa l demand in kW is  any capacity needed ove r and above  the  capability

of the  on-s ite  sys tem. It a lso is  a  contract demand. Supplementa l se rvice  is  priced according to the

Cus tome r's  a pplica ble  Ge ne ra l Se rvice  ta riff. Supple me nta l de ma nd plus  ba ck-up de ma nd e qua l

the  Tota l Contract Demand.

6

7 ExcessPower

8 14. Any me a sure d de ma nd gre a te r tha n the  Tota l Contra ct De ma nd is  Exce ss  P owe r

9 and is  billed a t three  times  the  sum of gene ra tion demand, dis tribution demand, and transmiss ion

10 charges  included in the  E~34 ra te  schedule . These  ra tes  a re  specified on the  E-56 ta riff shee t and

shown here :11

12

13

Secondary Service:
Primary Service:
Transmission Service:

$45.89 pe r kW
$43.52 per kW
$31.73 per kW

14

15 15.

16

17

18

19

Cus tome rs  who s e t a n  a de qua te  ba ck-up  contra ct de ma nd like ly will no t be

impa cte d by the  Exce s s  De ma nd cha rge . This  cha rge  provide s  a n ince ntive  to the  cus tome r to

request a  sufficient back-up contract demand amount. Customers  who se t unrea lis tica lly low back-

up contra ct de ma nds  to a void ba ck-up cha rge s  ma y a ctua lly incur highe r cos ts  in the  form of

Excess Demand charges because  the  Total Contract Demand is  se t too low.

20

21

22

Energy

16. All kWhs of ene rgy consumption a re  priced according to the  Customer's  applicable

23 Genera l Se rvice  ta riff.

24

25 Staff Analysis and Recommendation

26 17. The  Company has provided a  se t of worksheets  describing numerous scenarios  with

27 respect to se lf-genera tion, down time, and use  of the  E-56 service . S ta ff has  verified the  accuracy

28

Decis ion No .
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1

2

3 18.

4

5

of the s e  works he e ts  which de m ons tra te  tha t a ny cus tom e r cha rge s  a s s oc ia te d with  the  propos e d

E-56 ra te  s che dule  do not a ppre cia bly diminis h the  be ne fit of cus tome r s e lf-ge ne ra tion.

S ta ff h a s  a n a lyz e d  th is  a p p lic a t io n  in  te rm s  o f wh e th e r th e re  we re  fa ir  v a lu e

im plica tions . Com pa re d to AP S ' tota l re ve nue s , a ny im pa ct from  this  E-56 ra te  s che dule  would he

de  m in im um , a nd  a ny im pa c t on  AP S ' fa ir va lue  ra te  ba s e  a nd  ra te  o f re tu rn  would  a ls o  be  De

6 minimum .

7 19.

8 20.

9

10

11

S ta ff ha s  re comme nde d a pprova l of the  propose d E-56 ta riff, a s  re vise d.

S ta ff h a s  fu rth e r re c o m m e n d e d  th a t  th e  C o m m is s io n  re q u ire  AP S  to  file  with

Docke t Control,  a s  a  com plia nce  m a tte r in  this  ca s e , ta riff pa ge s  cons is te nt with the  te rm s  of the

Commis s ion's  De cis ion within 15 da ys  from the  e ffe ctive  da te  of the  De cis ion.

C C NC LUS IO NS  O F  LAW

12 AP S  is  a n  Ariz ona  pub lic  s e rv ic e  c o rpo ra tion  with in  the  m e a n ing  o f Artic le  XV,

13 S e ction 2 of the  Arizona  Cons titution.

14 The  Commis s ion  ha s  ju ris d ic tion  ove r AP S  a nd  the  s ubje ct ma tte r o f the

15 a pplica tion.

16

17

Approva l of the  propos e d ta riff doe s  not cons titute  a  ra te  incre a s e  a s  conte mpla te d

by A.R.S . S e ction 40-250.

18

20

The Commission, having reviewed the  applica tion and Staff s  Memorandum dated

19 December 4, 2007, concludes that it is  in the public interest to approve the E-56 tariff, as revised.

ORDER

21 IT IS  THE R E F O R E  O R DE R E D th a t Ariz o n a  P u b lic  S e rv ic e  C o m p a n y's  p ro p o s e d  ra te

22 sche dule  E-56, a s  re vise d be  a pprove d, a s  discusse d he re in.

23

24

25

26

27

28

I

4.

3.

2.

1.

De c is ion  No.
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IN W ITNE S S  W HE RE O F ,  I DE AN s .  MILLE R,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of
this  Commis s ion to be  a ffixe d a t the  Ca pitol, in the  City of
Phoenix, this da y of , 2007.

DE AN s .  MILLE R
Inte nt Exe cutive  Dire ctor

DIS S ENT:

DIS S ENT:

EGJ:JJP :lhm\CCK

De cis ion No.
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Page  6 Docke ts  Nos . E-01345A-05-0816, e t a l.

1 IT IS  F UR THE R  O R DE R E D tha t Ariz ona  P ub lic  S e rvic e  C om p a ny file  with  Doc ke t

2 Control, a s  a  complia nce  ite m in this  ma tte r, ta riff pa ge s  cons is te nt with the  te rms  of this  De cis ion

3 within 15 da ys  from the  e ffe ctive  da te  of this  De cis ion.

4 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe ctive  imme dia te ly.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

B Y THE  O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N
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1 S ERVICE LIS T FOR: Arizona  P ublic  S e rvice  Com pa ny
DOCKETS  nos . E-01345A-05-0816, E_01345A_05_0826, a nd E~01345A_05_0827

2

3

4

5

Ms. Barba ra  Kle rns tine
Dire ctor, Re gula tion a nd P ricing
Arizona  Public Se rvice  Company
Pos t Office  Box 53999
Phoenix Arizona  85072-3999

6

7

8

9

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

10

11

12

Mr. Chris tophe r C. Ke e le y
Chie f Couns e l
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  85007

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

De cis ion  No.
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